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Mprtgage Dabt Sharply Reducsd.”

TOT,AL mortgnge debt on farm land and buildings
reported for Junuvary 1, 1985, was §7,845,001,000,
representing & decline of 17 percent from the total of
#9,214,278 000 reported for April 1, 1930. As indicated
by date for individunl lending fgencies, presented in
subsequent sectiona of this rapard, it is probable that
total farm-mortgege indebtedness has shown a further
slizht desline in the last 2 years.

Debt on pwner-operatad form land in 1935 amounted
to $4,805,811,000, or 64 percent of the reported total
Mortgoge debt on rented land, plue & much smeller
amount of debt on mannger-opernted farms, was $2,740,-
280,000, or 36 percont of the total. As compared with
1930, debt on swher-pperated iarms chowad & declins of
13.7 percont and on farms operntad by tennnis and
managers, o decline of 22.3 percent.

Marked regional differénces in the trend of total
moertgnpe indebtadness were shown in the S-yenr period.
The largeat percentnge decline, 23.8 percent, was
recorded for the West North Caniral group of Siates,
while the East North Cantral provp reported a decline
of 17.2 pereent. The reduction of $1,144,085,000 in
mortgnges secured by farms in thess 12 States so-
counted for 73 percant of tha totel raduction in mortgnpe
indebtedness for the United States during this period,
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although farm-mortgage indebtedness in thia area
ncesunted for but 58 porcent of the total debt in 1030,
Iows and Missouri showed the lergest reductions among
the States during this period, 31.5 percent for the former
and 30.3 percent for the lntter State.

The relatively eharp raduetion in the North Central
States is larpely explained by the high ratics of mort-
gogs debt to land volues in 1930. In that penr mort-
gage debt covarad 44 percent of the valwe of mortgagad
Tormz of full owners in these Statea as compared with
& rodio of 35 peroent for the rest of the eountry. Hold-
ing 1 comparatively small equity in their property,
farmers in thie repion wers particulsrly wuloerable to
the substantial redustion in farm incoms thet began
in 1930,
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In New Englond the inorensa of 27 percent in the
number of farms canvassed in 1835 wnse 0 grost as to
more than offsai the relatively small* degres of debt
liguidntion experiensed during the depression peried in
this area, with the net result that reported farm-mort-
gage debt rocse by $30,000,000. None of the other
geographic divisions recorded a rigse in morigage debt,
but In the State of West Virginia & 26.7 percent in-
erense in the number of larme canvassed was assncipted
with o nominol incrense in debt. Slight increases in
mortgage debt were olso recorded for Delaware and
Wyoming,

Number of Mortgaged Farme SEmaller in 1935 than in 1930,

The total number of mortgaged farms in 1935 waa
2,350,313, representing a decline of 172,010, or 8.9
pareent, from the 2523221 mortpage-cneumbered
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farms for 1980, Thiz 6.9 percent decrcase in the
nurnber of morigaged farmz was the net result of an
8.5 percent inereasze in the number of all farms reparted
for 1935 vver those reported for 1930, and o drop from
40.1 to 34.5 in the proportion of mortgaged forms to ali
farms reporting.,

Farms operated by their owners were mors often
mmcumbered by debt than those operatsd by tencnts
and mooagers. IFor every 1,000 farms operated by
their owners, 415 were mortgaged in 1835 as con-
irnated with 446 in 1930, or & declime of nbout 7 parceat,
wherees for every LO000 forms opersated by managere
pod tepants, the number mortgaged in 1985 was 251
nod in 3880 was 342, or o derline of nearly 27 percent,
In generd), the frequency of mortgage debt is closely
related to the proportion of owner-opernted farms to
all farms, such frequency being consistently high in
those Btates in which a relatively large propartion of
farms are owner-cperated. 'Thus, in 1035 owner-
operated farms conatituted €8.9 percent of all mortgaged
fsrm=, although representing bat 57.2 percent of all
farms. Since the avernge debt per farm was smaller
for owner-operated thea for tenant-oparated farms, the
former bore but 04,0 percent of the totel mortgage
debt in 1035. Ltn 1930 only 81.6 percent of the fotal
was aacurad by owner-operated farms.

i the, vorious geogrophic divisions, the South
Atlantic States were lowest in the proportion of total
farms moriguged. Ouly 24.2 perceut of all farms in
thot group of SHates were mortgnged as compared with
44.8 percent in the Pacidie Siates, 43.4 parcont in the
Mew Eupland Stotes, and 420 pereent in ths West
North-Central Statez. The variations in frequeney of
debt among the States cover a wider rangs, the low
being 16.5 percent for West Virginin, and the highs
baing 53.1 percent for MNorth Duokots, 52.83 percent for
Wisconsin, 51.8 perceat for Massachusetts, nnd 49.0
parcent for Vearmont.

In paneral, the largest percentogs decreases in the
number of mortpaged farms wara raporiad for those
Stotes in whick aprioniture iz a relativaly important
fector in the Lozl aconomy. For the 24 States in
which farm population comstituted 30 percent or more
of the total population in 1930, the number of mori-
goged farme decrensed by 154,068, or 9.3 percent of
the 1,668,811 mortgnged farms reporied for 1830 in
thesa States. For the remaining 24 Siates the drop
in the mumhar of mortgaged forms wez 18,842, repre-
sapting o decline of but 2.2 percent from the 1930
figure of 884,812, 'This relatively emall decrasse in tha
number of mortgaged farms in States whera agricultiral
population is relatively small, iz aseocinted with 4 com=
parntively large incresse in the mumber of farms
reported for 19356 in these States. The percentage
inereass mines 1930 wea 13.9 percent for this group as
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compared with 5.7 percent for the Stntes in which
furm populntion constituted 30 percent or more of the
total population.

The merited increnee in the number of farms reported
jo 1928 over those reported in 1930 raizes B guestion
a8 to the cherncter of the one-holf million additionat
farms mcluded in the 1935 census and their poseible
effect upen the comparability of the morigage-debt
figures for 1930 and 1235, While the larger number
of farms reporied in the 1935 census probably reflects,
to soxme dxtent, a more compleie enwmeration a5 com-
pared with 1830, other [ectors Kkely contribuied to
this expansion in the number of reported farms. 'The
early part of the intercensal period was characterized
by & marked rise in industrial unemployment which
temporarily retarded the farm-to-city movement so
characteristio of the preceding decade. By 1936 the
farm-to-city movement of population had returned
to its 1827-20 lavel and for thoé year &he Bureau of
Agriewltural Economics estimated n met decrease of
80,000 in farm population, the first sines 1029, I is
aleo believed thoi n number of persens who had basn
Bving on tracts of land in the couniry on which they
bod conducted litile or no farming operations made
use of their enforced leisure, or of the unemplayed
lnbor that waoa returning to the land, to produce enough
from the scil to elzesiy their londs 28 farme.

Praportion of Tenant«-Operated Farms Litkle Changed.

In spits of the numeveus foreclosures ond other
foroed sales thot characterized the depression perisd,
the proportion of farme apernted by tennnts dropped
from 424 to 42.1 percent of all fmrms batween 1930
and 1035, holting the upward trend that hod persisted
gines 1850 when farms wera fizst classified by tenurs of
operator, The elight decline in the tennncy ratio
noted for tha United States coneenls very significant
differences 25 ameng tha geographic regions of the
country. The proportion of temané-operated farme
declined in all the Southern Siates south of Kentucky
end Virginia, owing in port to the reduetion in the
mirmbar of colored tananta and eroppers.

Wext and north of tha Cation Belt tha abnormal
numbar of foreclogurez in the yesnrs following 193¢
rezultad in an inerenss in the ratic of tensnt- to ownep-
operated farms in ail but one State, the inereasa being
largest in the Weat Norch-Centrol States. In tha 2
Fears following the censas of 1933 the proportion of
farme changing ownership throvgh forced sales or
reiatad defaulta hos continued to decrense. It iz still
high, however, particularly in the drought States of
the West Noxth-Central and Mountain arens.

Ratio of Mortgage Debt to Land Valuss Increases,

Since the value of farm real estate declined by 31,4,
percent over the G-year period s compared . with o
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decline of 17 percent in mortgage debt, the relative
weight of the outatanding debt, #s measured by the
ratio of mortgaga debt to total valve of lond and build-
ings, wna greater in 1985 tban in 1930. The aecom-
puuying map indicates how widely this ratlo varies aa
smong the individusl States and geopraphie divisione.
There is, however, n tendenoy for this ratic to cluster
aboub the 20-percent mark, with 18 seattered States
having a ratio of between 17.5 and 22.5 parcent of the
value of their farm real estnte covered by mortgage
debt. Of the remaining 3¢ Stotes, those enst of the

RATIO OF M MORTOAGE DERT,
To VALUE oF
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of fary land were reported for the East North-Claniral

and the South Atlantic States (12 percent), na som-

Pared with o rise of only 4 percent for the West Noxth-

Central Statos,

Activity of Principal Agencies Supplying Parm-Mortgage
Credit, 1938-37. :

Ar o reault of the extensive Hquidation of farm-
morégage dsbi, the sffects of which have alrendy been
discussed at scme length, nnd of the rafinaneing activi-
tiee of tha Farm Credit Adminigtration, the yoora sinee
1930 hnve withessed marked changes in the volume of
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Miesseippl show mukedly lower ratios. In states
west of the Mississippi, mortzage debt represented a
much larger proportion of the value of form resl estate,
approximating 30 percent in five of the seven states
constituting the West North-Cenéral group.

The ratio of mortgage debt to valua of faxm land and
buildings was Jower in all geographic divisions in 1937
than in 1935. According to the Bursau of Agriculturnl
Economics, the volue of form land incrensed by
7.6 percent Detween March 1, 1935, and March 1,
1937, and as ouistanding debt hos probably shown
some further reduction, the ratio of farm-mortgage
indebiedess to the value of the land wpon which it
regte hne since decxeased. In general, the geopraphis
differences in land values noted for 1335 ware widenad
in ¢he jollowing 2 years, as tha largest gains in the valus

farrn-mortgage lonns held by those agencies whioh con-
stibute the farmers’ principal souress of mortgags nredit,
Annual figures axe not available for all types of landing
groups, but the sgencies included in table 2 hove held
a lorge and growing share of the outstanding farm
mortgages over Che pericd studied. On. Jonuary 1,
1930, the rggregate holdings of these agencies approxi-
matad §5,000,000,0600, ox abont 54 percent of the totsl
morlgage indebtednesa; 5 years later the farm-mortgage
holdings of the same group of agencies amownted to
$4,577,783,000, fully 60 percent of the estimated total
for that date.*
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furmen.
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Many of the changes ocewrring in the early years of
the depression represemt merely the c¢ontinuation of
tends that were apparent in the predepression years.
Farm-mortgoge loans of commercinl banks, for ex-
ample, had been declinng sincs the drop in form prices
following the war, Life ineurance eompanies apd joint
etock Innd hanks bed stendily incressed their favm-
mortgage inveatments during the enrly twenties, but
heldings hed been declining since 1927, ILand barks,
on the other hand, continued {o mcreass their heldimgs
of lomos unid 193(} although ot o progresaively
dirainished rate after 19‘2’."

In avalyzing the effest of the depressien upsn the
farm-mmortzage investments of leading londing agencies,
the pariod wasy conveniently be divided into fwo
phoses: The periods befora and after the inauguretion
of the emergency refinancing progrom of the Farm
Oradit Administration in the middle of 1932, Prior te
1933 all of the lending groups with the exception of the
State credit agencies had effested u steady redustion in
their farm-mortgage holdinga, reduetione during the
3.year period suded Docember 31, 1922, ranping from
T percent for the Federal land banka to 26.8 percant
for the joint stock land bonks. Life insurance eom-
panies reduced their farm-mortraps loans by 11.2 per-
eant and deposit bauks by 13.4 pernant in thees 3 yaars.

The reduotion in the farm-mortgage holdings of life
insuranee companies during this pariod refiects langely
the liguidation of dabt through forsclosures and otlhier
forced sales, a5 the volume of new loans wos not lerge.
In the cnse of deposit banks, two other factors are of
importence. Commercial banks have alwayes been the
farmers’ chief source of shoré-term eredit, and even as
lata 19 the middle of 1931 they had outstanding nearly
$2,000,000,000 in personal and coliatern! loana to
farmers, As the sharp break in farm prices that oc-
curred in 1930 impaired éhe eseurity of many outstand-
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ing personal end collnteral loons, banks followed the
policy of strengthering the security behind thess loans
by taking resl estaie security. Morigage loons ao-
quired ia this manner tended to sustain the outstend-
ing volume of such loacs in spite of the largs volume
of foreclosures. Om the other band, the period follow-
ing 1929 witaessed & marked raduction in the pumber
of operating commercipl bonks, particularly i the
early months of 1982, Tlis was zn importont factor
in the 24-percont reducion in the forn-mortgage hold-
ings of deposit banks during the ealender year 1933, Tha
drop, insofor 0816 is dus to this factor is, of course, largely
fiotitious, as the published atatistica for deposit banks do
not include the assais of latled institutions, With the
progressive Equidotion of closed bonks nod the dispogal
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Annpihs, Janvaty 1, 1924=17.

through foreclosure or refinansing of their farm mort-
goges, the figures for recent years have becoma more
compershle with those for the pradapression period.
Expansion of Lending Operations After 1933,

The enormoens sxpansion ® in tha lending astivities and
in the volume of outstanding farm-mortgage holdinge
of the credit agencien ncting under the suparvision of the
Form Credit Administreiion is indicated in figura 3.

During the fivet bhalf of 1933 the morigege holdings
of the Federsl land banks eontinuad to decline, and by
the end of July recorded a low figure of §1,101,000,000.
New loans were heing mnde at. an accelarnted rate during
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the lnst 5§ months of 1933, smonnting to almost
200,000,000 ps compared with less then $23,000,000
for the firet 7 months. However, as indiented in fig-
ure 3, the bulkk of the Form Credit Administration’s
refinnncing program wos earried out in the year 1934,
Loana were still being closed in an unusually large
volume in 1835 by both the Foederal land banks and ke
Land Bank Conmissioner. In 1936 loans elosed by
the Fedorof land banks amounted to only $109,170,200,
but due te repayments of prineipal and the reductions
aeensioned by foreclowures, land bank holdings declined
by over §7,000,000 during that year. During 1937
mortgage holdings of the fand banks have continued to
deeline nnd at the end of Avgest stood ob $2,048,000,-
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Figure 5 ==Laios Closed end Juivtapding. Federal Laosd Banis lﬂdf;lﬂ
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D00—%20,000,000 * below the Octobar 1836 peak. The
Land Bank Commistioner closed an ndditionsl $77 257,-
795 of mortgage louns in 1936, but holdings incrsased
by only 542000,000. After reaching s peak of
£837,000,000 at the end of 1836, Land Bank Commis-
gibner lonng cutstanding declined dightly to $826,-

000,000 * at the end of August 1937,
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Data contained in table 3 indiente the effect of the
axponded lending netivities of the Farm Credit Admin-
istration upon the fnrm-mortgage investments of the
other leading lending agencies.

Mortgnge Holdings of Life Inaurance Compankss Decling.

Life insurance companies reduced their Torm-mort-
gage holdings by $208,000,000 during 1033, 48 percent
of whick occurred during the first 6 monthes of the year,
Eefore the refinancing activities of the Farm Credit
Administration gob under way, From Juouary 1, 1034
to Janvary I, 1837, such boldings were ferther reduced
by over $700,000,000. During thia 3-year peried
rovghly $300,000,000 of the procesds of land bank and
Land Banle Commissioner ioane were devoted to tha
retirement of mortgage indebtedoess owing to such
companies. Foreclosures evidently aontinved to play
an important part in the rapid redustion in the farn-
mortgagze holdings of life inpurance componiea, even
aftar 1933. As late sz 1936, investmenta in acquired
farm real estate incrensed by $86,880,000, indieating
that aequisitions of renl estate during thet yeor exceadad
thot emount. At the end of 1926, life insurancs com=
pany investments in acquired {nrm real eatate skood at
the biph figure of 5713,166,000. This waa equivalent
to 34 parvant of the amount of their oudstanding farm
morigages on Jonyary 1, 1930, snd to 61 percent of tha
decrense in their sutstanding farm loovns sines thot date.

Sinee the beginning of the current yeer farm mort-
gagen of life inguranee companies have continued theie
atendy decline. For the first § montha of 1037, the 37
companies reporting &o the Association of Life Imsur-
anes Presidants recorded & decline of O peresnt,

In spite of the sieady reduetion in holdings sines
1930 there is no evidencs ¢haf life insurancs somponies
ore retiving from the Inrm-roovigege field. For the
firat & months of 1937, data compiled by the Form
Credit Administration show that recordings of fonm
mortgages held by insuranee companies nggregoted
$61,492,000 as compored with $56,619,000 for the sama
period in 1936 and $37,668,000 for the firsi 6 months
of 1835,

Commercial Bank Moldings of Mortgages.

Farm-mortpnge holdings of commercial banks de-
clined by 3457 667,000 batweenn June 30, 1921, and
Jonuvery 1, 1936. 'The reduvntion in 1935, however, wos
very alight. As indiceted in tabla 2 and the attechod
footnote, most of the decrease in commarciul boanks?
holdings of form-morteare loans iook placa hefore
Jenuary 1, 1934, The decline from thet date to the
end of 1936 hos been less thon $200,000,000. On the
other hend over $350,0081,000 of the procesds of Fad-
eral land bank and Land Benk Commissioner looans
devoted to the refinencing of commmercis] bank mort-
gage loans in the period from May 1, 1933, t0 the end
of 193%. The relastively small decrense in morteage
Doldings in the face of the large-scale refianncing of



Hovember 1937

loane i explained by ihe lact thet such refinancing
included loans held by oloesd banica and oles by the
faek that during this peried commercial banks were
notively making new loane on farm real eatnte ssoarity,
Commercis] bonka are the only importosnt lending
group thet increased their farm-mortgage investments
during 1937, euch investments eggregating $504,138,000
o June 30, 1937, an increase of approximately $17,000,-
000 tities January 1.  This increase represents, in part,
o sensonnd exprosioh in imorteage loans obtained for
financing evop production, particulazly in some of the
Southern Btates. :

Joint Stock Land Panke and Three State Credit Agenclea

Belng Ligquidated.

Joint stock land banks have been in the process of
liguidation since May of 1933 when lagislation zequir-
ipg Hquidetion become effoctive. As 6 consequence
form-mortgege loang of thesa banks were reduced by
$258,939,000 batween Jaausry 1, 1934, and January 1,
1937, Of these loans $130,508,703  were refinanced by
or gold to the Federsl lend banks or the Land Bank
Commissioner at sn investment lozs of $11,008,210,
or 8.5 percent. The purchase by the joint etock land
banlks of their own bonds &t less than thair par value
snebled them to offset, in par, such losses, TFom-
clogures on mortgages held by joiné stock land hacks
have been heavy all through the depression, particu-
larly during 1933, aam svidenced by the increase in
acquired farm resl estnte from $37,957,000 on Decem-
ber 81, 1083i, to V1,741,000 oo December 31, 1032
During 1937 farm-morieage lonns of joint stock and
banke were further raduced 4o $113,000,000 nt the
end of Auguat,

The State credit ngencies of Minnesota, North Do~
kota, and South Pakota, whose loens were rapidly
exponded in the dwenkies, showed relotively amall
declines in farm-mortgage holdings during the early
yoars of the depression, Since 1024, however, mort-
gape loans hove been liquidatad rapidly, aided by the
refinancing program of the Farm Credit Admimistra-
tion. Theas agencies hove discontinued malking new
loona except in conmection with the sale of acquired
farms, aad acquired form renl estats now constitutes
fully 68.0 percent of their asseta.

Geographic Metributden of Farm-Mortgege Loans.

Table 4 shows the geographic distribution of farm-
morigoge losus of the Federal lond bonks and the Land
Bank Commissionet for January 1, 1930, and Jonuary
1, 1837. As of the latter date 55.3 parcent of thess
loana were seoured by farme in the predominsntly, torn-
and when ing aren comprising the Naorth Central
Btates and on additionsl 26.2 percent by fntms in the
eotbon- and tobacco-growing States of the South. This
is 1 rother marked conirast to the geographical dis-
tribution of lond-bank Joans in Januery of 1930, when
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75 percent of the system's loans were rother evenly
distributed betwesn the same two groups of States.
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Relative to the total volume of mortgoge debt owed
in ecch of the agricultural regions, land-bank Joans
heve always been and coniinne to be of much greater
importance in the Southarn States than in other areas,
#¢ indieated in table 5, Tn 1030 the lond banke held
24.4 pervent of the mortgages sacured by form property
in the Southern States aa compared with 12.9 percent
for the country as & whole. Luond-bank loans were also
relntively importont in the Mountain States. Due to
the higher rates of interest charged by other landers In
the South end Weat, land-bank sredit had always boen
relatively more attractive in thase States than in the
Worthoastern and North Central States. Thie differ-
ential also existed in the Pocific Biates, but land-bank
credit was not correspondingly important there in 1930,
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1 Exalnding 71,410,000 o Fuerby Fiep.

By 1035 the land banks and the Land Bank Com-
missioner held 45.8 percent of the total farm-mortzage
debt in the Southern States, with mers than 50 perasnt
in 9 of the 17 States in this aren. The langest ralative
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inoreass, however, cccurred in the North Central Btates
where the propottion held by the fedarally spousored
exedit agencies juinped from 8.8 in 1930 to 30.5 in 1938,
The relntively lerge incresss in this region iz exploined
by the heary liguidation thet occurred or wes threat-
ened in this ares, #nd by the fact thot in other regions
whire the decline in prices was relatively savers, the land
banks already held & large proporiion of the eligibla
mortgages. Since 1935 thers has besn & further increass
in the cutetanding loans of theso apencies and this factor

PERCEMT
1

Flgure & —Porcomt of Totat Farm Mortgage Loane Hold b7 Priocipal
Lendimg Agencies, Japuoary T, 195,

comhined with 2 probabla decline in farm-mortgage
indebtedneas iz thought to have brought appreximately
40 percent of tha outstanding volume of mortgags loann
into the portfelion of the Fedaral land bonks and the
Land Bank Comimissioner.

The farm-mortgage losna of life insurance companies
ore largely concentrated in the North Cemiral and
Souihern Siaies as shown in the accompanying figurs,
During the yourg since 1930 roughly 75 percent of such
loans heve been securad by fnvmn property in the former
group of Statea, with an ndditional 20 pevcent secured
by farms in the latter group. In relative importonce
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a8 & souTee of mortgage credit, life insurance companiss
have baen moat notive in the West North Central Statea
where 26 percent of all mortgoge indebtedness in those
Stotes waa held by such companies in 1835. In Tows,
for exsinple, 37 percent of the total mortznge debt wos
beld by life insuronce companies in that year,
Furm-mortgnge loans of cominercial banks are rather
more evenly distributed than are land bank or insurance
company loans, and in relative importance are dispro-
portionately large only in the Pavific Stotes due to the
lorge holdings in Californin, More than 20 percent of
the tots] renl-estote loans of commercinl baaks in the
United Stetes ore held by banka in Californio—chiafly
by branch banking systems. It should ba emphasized,
however, thot commercial bank loans have been dis-
tributed on the basis of the location of the bank rather
then on the basis of the farm laad sesuring the morigage,
At tha end of 1934, 85 percent of commercial bank loana
on farm property were held by banks in places of less
thon 16,000 population, In general, commercinl bank
logna on farma renl estate are relntively lorge in those
areas where doposits aupply local banks with loan fimds
in axoess of currond producton-finencing needs. In the
paat, excess funds, particelarly in the cnse of New Eng-
land banka, have found their way into othet agricul-
tural regiona. With the entry of the land banks inte
the farmi-mortgage field and with the growing volume
of morigage oredit offsred by life insurance companics
after the waz this practice hes become lesa common,
The refative importance of each of the principal lend-
ing agencies a8 o eoures of morigages oredit to farmers in
various geographic divigiona is hrought out in figure 4.
Beacause of the concentration of the lonns of importont
lendars in the South Atlantic and Central Statas s much
bigher proportion of the cutstending {arm-mortgoge
debt: can be ancounted for in these States thon in the
remaining Statea of the Northeast and the West. From
the datn availabie for 1937 it ie evident thot the impor-
tance of the land banke and Land Bank Commissioner ia
now grester in oll arens, with that of lifs insuranca com-
panies and joint-stock land banks considerably decransad.



